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Report on Internal Coniral Over Financial Reporting
and on Compliance and Oiher Matters
Based on an Audit of Financial Statements
Performed in Accordance with
Gavernment Auditing Standards

Board of Education
Reading Commiunity Schools
Feading, Michigan

We have audited the financial staletments of the governmental activities, each major fund, and the aggregate
remaining fund infarmation of Reading Community Schools as of and for the year ended June 30, 2008,
which eollectively comprise the District’s basic financial staternents and have issued our report thereon dated
October 3, 2008. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits conteined in Government Auditing
EStandards, issued by the Comptroller General of the United States.

tnternal Control Cwver Financial Reporting

tn planning and pedforming our audit, we considered Reading Community Schools” intermal control aver
financial reporting a5 a basis for designing ouwr auditing procedures for the purpose of expressing ouwr opinion
on the financial stafernents, but not for the purpose of expressing an opinipn on the effectiveness of the
District's intermal contral over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the District's internal control over financiat reporting.

Qur consideration of internal contral over financial reporting was for the Iimited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses However, as discussed below, we
identified carain deficiencies in internal contral over financial reporting that we consider to be significant
deficiancies

A confrol deficiency exists when the design or operation of a conirol does not allow management or
amployees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis, A significant defisiency is @ control deficiency, or combination of control deficienciss, that
adversely affects the enlity's ability o initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than 8 remote likelihood
that a misstatement of the Districl's financial statements that is more than inconsequential will not be
prevented or detected by the District's internal control over financial repotting. We consider the deficiency
described as Finding 2008-1 in the accompanying Schedule of Findings and Cuestionsd Costs o be a
significant deficiency in intemal control over financial reporing.

A malerial weakness is a significant deficiency. or combination of significant deficiencias. that results in more
than a remote likelihood that & material misstaterment of the financial statements will not be prevented or
detactad by the Diskict's internal comtrol.
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Board of Educalion
Rezding Community Schools
Reading, Michigan

Internal Conirol Over financial Reporing (Continued)

Our consideration of the internal contral over financial reporting was for the limited purposs described in the
first pavagraph of this section and woud not necessarily identify alt deficiencies in the intermal control that
might be significant deficiencies of material weaknesses. We did not identify any deficiencies in internal
contral over financial reporting that we consider to be material weaknesses, as defined above.

Compliance ang Cther Matters

As part of obtaining reasonable assurance about whether Reading Cammunity Schools’ financial staternents
are free of matenal misstatement, we performed tests of itz compltance with cenain provisions of laws,
reguiations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit and, ascordingly, we do not express such an opinion.
The results of our tests disclosed no instancas of noncompliance that are required to be reported under
Government Auditing 3fandards.

The District's response to the finding identified in our audit is described in the accormpanying Schedule of
Findings and Questioned Costs. We did not atidit the Estrict's response and, accordingly, we express no
opinion on it.

This repart is intended for the infarmation of the Board of Education, management and federal awarding
agencies and pass-through entifies, and is not intended to be and should not be used by anyone other than
theze specified parfies

Wildia «Guraask, ©.C.

Willis & Jurasek, P C.

Ociober 8, 2008



Report On Compliance with Requirements
Applicarple To Each Major Program and on Internzl Control
Over Compliance in Accordance with OMB Circular A-133

Board of Education
Reading Community Schools
Reading, Michigan

Compliance

We have audited the compliance of Reading Community Schools with the types of compliance redquirements
described in the U.S. Office of Managament and Budget (OMB) Circular A-133 Compliance Supplement that
are applicable to each of its major federal programs for the year ended Jung 30, 2008. Reading Comrnunity
Schools' major federal programs are identified in the summary of auditor's results section of the
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, confracls and grants applicable to each of ifs major federal programs i the responsibiiity of
Reading Comrmunity Schools' management.  Qur responsibiiity is to express an opinion on Reading
Cermmunity Schools’ compliance based on our audit

We conducted our audit of compliance in accordance with auditing standards generally accepled in the
United States of America; the standards applicable to financial audits cortained in Governmeni Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circutar A-133, Audits of
States. Local Govemments, and Non-Profit Organizafions.  Those standards and OMB Circular A-133
reguire that we plan and perform the audit to obtain reasonable assurance about whether rohcornpliance
with the types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred.  An audit includes examining, on a test basis, evidence about Reading
Community Schools' compliance with those requirements and performing such other procedues, as we
considered necessary in the cirsumstances, We believe that our sudit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on Reading Community Schools’ compliance with
those reguirements.

in our opinion, Reading Community Schools complied, in all material respects, with the requirements referred
to above that are applicable ko each of its major federal programs for the year ended June 306, 2008,
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Board of Education
Reading Community Schools
Page 2

Internal Contral Cwer Complignce

The management of Reading Community Schools is responsible for estabilishing and maintaining effective
interna! contral over compliance with requirermnents of laws, regulaiicns, confracts and grants applicable 1o
federal programs. In planning and performing our audit, we considered Reading Cormmunity Schools'
internal control over compliance with requirernents that couid have a direct and matertal efiect on a major
federal program in grder to determine cur auditing procedures for the purpose of expressing our opinion on
cormpliance, but not for the purpose of expressing an opinion on the effectveness of the District's inlernal
control over compliance. Accordingly, we do not express an opinion on the effectiveness of the District's
internal contrel over compliance.

A control deficiency in an entity's internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned
functionz, to prevent or detect noncompliznce wilth a type of compliance reguirerment of a federal program on
a limely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity's abilty Lo administer a federal program such that there 15 more than a remote
likelinood that nonsompliance with a type of compliance requirement of a federal program that is more than
inconseguantial will not be prevented or defected by the entity's internal contral.

A material weakness is a significant deficiency, or combination of significant deficiencies, thal results in more
than a remote likelhood that materal noncompliance with & type of compliance requirernent of & federal
prograrm will not be pravented of detected by the entity's internal control.

Our consideralion of internal confrol over compitance was for the [imited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in infernal control over
compliance that we considar ko be material weaknesses, as defined above.

Behedule of Expenditures of Federal Awards

We have audited Lhe finansial statements of the governmental activities, sach major fund, and Ihe aggregate
remaining fund infermation of Reading Community Schools as of and for the year ended Jung 30, 2008, and
have issued our report thereon dated Qotober 3, 2008, Our audit was performed for the purpose of forming
pur opinions on lhe financial statements that collectively comprise the Schools” basic financial statements.
The accompanying Schedule of Expenditures of Federal Awards is presented for purposes of additional
analysis as required by OME Circutar A-133 and is not a required part of the basic financial statements. Such
information has been subjected to the auditing procedurss applied in the audit of the basic financial
staterments and, in our opinion, is fairly stated, In all material respects, in relation to the basic financial
slatements taken as a whole.

This report is intended solely for the information and vse of the Board of Education, management and federal

awarding agencies and pass-through entities, and is not intended to be and should not be used by anyone
other than these specified parties.

Willis & Jurasek, F C

Cctober 8, 2008
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Reading Communify Schools
Motes [o Schedule of Expenditures of Federal Awards

Summary of Significant Accounting Policies

Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of
Reading Commanity Schools and i3 presented on the modified accrual basis of accounting. The
information in this schedulz is presented in accordances with the reguirements of OME Circular A-133
and reconciles with the amounts presenied in the preparation of the financial staternents.

Expenditure Reports

Management has reconcited the expenditures reporied in the Schedule of Expenditures of Federal
Awards to those amounts reporied in the annual or finaf cost reports.

Grant Seciion Auditor's Report

Managemeni has utiized the Grant Section Auditor's Report (Form R-7120) and the Grant Audit Report
in preparing the Schedule of Expenditures of Federal Awards.



Reading Community Schools
Schedule of Findings and Guestioned Costs
Year Ended June 30, 2008

Section | — Summary of Auditor's Results

Financial Statements

Type of audilors reper issued: LUnqualified
Infernal control over financial reporting.
Material weskness identified? yes no
Significant deficiencies identified that are not
considerad to be material weaknessas yes ne

Moncompliance rmaterial to inancial statements noted Yes noc
Federal Awards
Imternal control pver major programs:

Material weakness identified yas N

Significant deficiencies identified that are not

congidered to be material weaknesses yes no

Type of auditor's report issued on compliance

for major programs: Ungualified
Any audit findings disclased thaf are required to be

repontad in accordance with section 51003} of

Circular A-133. __yes Ao
Identification of major programs:

CELA Number Mame of Federal Program

10.555 MNational School Lunch

Doltar threshsld used to distinguish between

Type A and type B programs. $ 300,000
Auditee gualifizd a3 low-risk yes no



Reading Community Schools
Schedule of Findings and Questioned Costs
Year Ended June 30, 2008

Section Il - Financial Statement Findings
2008-1 = Segregation of Dutfes

We noted that the District may not have sufficient segregation of dubies in its accounting structure.
Specifically, we noted that one employee in the business office has access to all aspects of the
actounts payable cycle, is responsible for maintenance of the general ledger, performs bank
reconciliations, and processes ACH transactions, While this is & comimon cccurrence in mary
Districts due to the bmited number of employees, the District should realize that a greater risk in
safeguarding assets exists if duties and responsibilities are not separated. We recommend the District
review various areas of operation and consider additional segregation of duties where possible and
review procedures of the various processes.

Corrective Action Response:

Due to stagnant aid and cuts in our Michigan Siate Aid over the last several years, we hiave had to
rmake major cuts in our operating expenses including reducing the number of employess in the
business office. This reduction in personnel has led ko owr district business office consisting of one
person. Therefore, untit Michigan can adequately fund its school districts, this undesirable situation,
lack of segregation of duties, will continue. The District does attempt to mitigate the nsk of lack of
seqgregation of duties, by having the Board of Education review and approve &l accounts payable
checks and monthly inancial statermants.

Section Il — Federal Award Findings and Questioned Costs

None



Reading Community Schools
tomments on Resctution of Findings from June 306, 2007
Single Audit Reporl

Finding: There were no findings or guestioned costs at June 30, 2007

10



Reading Community Schools

Financial Report
YWith Supplemental Information

Year Ended June 30, 2008
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Indepandent Auditors' Report

Board of Education
Reading Community Schools
Reading, Michigan

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fung information of Reading Community Schools, as of and for the year
ended  Jume 30, 2008, which collectively comprise the School District's basic financial statements as
listed in the table of contents. These financial statemeants are the responsibility of management. Our
rasponsibility is fo express opinions on these financial statements based on cur audi,

We conducted our audit in accordance with auditing siandards generally accepted in the United States of
Amearica and the standards applicable to financial audits contained in Govemmert Auditing Standards,
izsued by the Comptroller General of the United Stales. Those standards reguire that we plan and
perfom the aodit 1o obtain reasonable assurance about whether the financial statements are free of
material misstaternent.  An audit includes examining, on a test basie, svidence supporting the amounts
and disclosures in the financtal statements, An audit also includes assessing the accounting principles
used and significant sstimates made by management, as well as evaluating the overall financial
statement presentation. We helieve that our audit provides a reasonable basis for our opinions.

tn our opinion, the financial statements referred to above present fairly, in all material respects, the
respactive financial position of the governmental activities, each major fund, and the aggregate
remaining fund information of Reading Community Schools as of June 30, 2008, and the respective
changes in financial position, thereof for the year then ended, in conformity with accounting principtes
generally accepted in the United States of America.

In aceordance with Government Auditing Sfandards, we have also issued a repont under separate cover
dated October 9, 2008 on our consideration of the School District's internal contral aver finanaial
raparting and an our tesis of compliance with certain provisions of laws, regulations, contracts, and grant
agreements, The purpose of that report is to describe the scope of our festing of internal contrel over
financial reporting and compliance and the results of that testing and not to provide an opinion on the
internal contiol over financial reporting or oh compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considerad in assessing
the resuits of our audit.
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Board of Education
Reading Community Schools

The managemert's discussion and analysis and budgetary eomparisen information, as listed in the table
of contents, are not a required part of the basic financial statements but are supplemenlal information
required by the Gowermmental Accowunting Standards Board.  We have applied cerain limited
procedures, which consisted principalfy of inquiries of management, regarding the methods of
measurement and presantation of the required supplemental infoermation. However, we did not audit the

information and express no opinion on it

Cur audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Reading Community Schools’ basic finansial statements.  The accompanying other
supplementat information, as identified in the table of contents, is presented far the purpose of additional
analysis and is not a required part of the basic financial statements. The other supplemental information
has been subjected to the auditing procedures applied in the audit of the basic financial statements, and,
in our opinion, is fairly stated in all material respects, in relation to the basic financia! statements taken as

a whoia,

Qo g QWL{J.M; F.C.
Willis & Jurasek, P.C.

Cictober B, 2008



Reading Community Schools
Management's Discussion and Analysis
Year Ended June 30, 2008

This section of the Reading Community Schools annual financial report represents management's
discussion and analysis of the District's financial performance during the fiscal year that ended on
June 30, 2008, with comparative informaiion for the prior fiscal year.

Financiai Highlights

The General Fund had a net change in fund balance of 586} At the end of the fiscal year,
unreserved fund balance for the General Fund was $264, 848, or 3.5 percent of total General
Fund expenditures and other financing uses. Total fund balance for the General Fund was

3308043,

The appropriations for the 2007-2008 budget are made in June 2007, before the start of the fiscal
year. At that time, 2 budget with a yearly deficit of $128 908 was adopied. This budget was
based on a blended student count of 936, which is equal to the blended count for 2006-2007.
Howeyer, the economy in Michigan is lagging far behind the rest of the nation and Hillsdale
County has had many students moving out of Michigan as their parents are looking for work in
different states. The actual blended student count for 2007-2008 was 912, This change in
student count affected the budgel by 3172 8396,

When the 2007-08 budyet was adopted in June 2007, the State of Michigan had not yet passed
the State Aid bill so0 the adopted budget included an estimated increase of $60. Eventually, the
State of Michigan State Aid per Pupil Foundation Ailowance was increased by 396 for a per pupil
allowance of $7,204 for the 2007-2008 school year. This change in per pupil allowance affected
the budget by $32 832,

Other items affecting the budget for 2007-2008 are as follows: Energy conservation measures
instifuted by the school maintenance staff resulfed in large savings for the District, and it was
necessary to replace one of the boilers at the elementary school.  All other modifications in the
budget for 2007-20028 were normal fluctuations and were not significant.

Uising this Annwal Repert

This annual report consists of a series of financial statemenis and notes to those statements. The
staiements are organized so the reader can understand the District financially as a whole. The District-
Wide Financial Slatements provide information about the activites of the whole School District,
presenting both an aggregate view of the School District’s finances and a longerterm view of those
finances. The financial statements then proceed to provide an increasingly detailed lock at specific
financial activities included in the fund financial statements. For governmental activities, these stalements
tall how services were financed in the short-term as well as what remains for future spending. The fund
firancial statements provide infermation about the Scheool District's most significant fund — the General
Fund. All other funds are presented in one column as nor-major funds.



Reading Community Schools
Management's Discussion and Analysis
Year Ended June 30, 2008

Reperting the District as a Whole

The Statement of Net Assets and Statement of Activities - The district-wide statements report
information aboul the District a3 a whale using the accrual basiz of accounting, which is similar to the
accounting used by private-sector corporations, However, the School District's goal s to provide sarvices
to our students, nof 1o generate profits as private-sector corperations do. The Staiement of MNat Assets
includes all of the District's assets and liabilities. All of the current year's revenues and expenses are
accaounted far in the Statement of Activities regardless of when cash is received or paid.

The districi-wide statements repor the District's net assets and how they have changed. Net assets - the
difference betweean the District's assets and liabilitizs - are one way to measure the District's financial
health or position.

Ower time, increases or decreases in the District's net assets are an indicator of whether its financial
position is improving or deteriorating, respectively.

To assess the overall financial health of the District, you need to consider additional non-financial factors
such as the changes in the District's property tax base, political conditions at the State Capitol, student
enrollment growth or decline, birth rates, and facility conditions in arriving at the overall conclusion
regarding the overall health of the District.

In the district-wide financial statements, the District's aclivities inglude:

Governmeantal Activities - The District's basic services are considered to be governmental activities,
including instruction, support services, athletics, and food service. Property taxes and State formula aid
finance most of these activities.

The government-wide financial statements can be found on pages 1 - 2 of this report.

Reporting the District's Most Significant Funds

Fund Financial Statements - The fund financial statements provide detailed information about the most
significant funds - not the District as a whoele. The fund financial statements begin an page 3 and provide
information about the most significant funds. The fund statements are formatted to comply with the legal
requirements of the Michigan Department of Education's "Accounting Manual " The District's two types of
funds, governmental funds and fiduciary funds, use different accounting practices as further discussed in
the Motes to Financial Statements,

in the fund financial statements, capital assets purchased by eash are reported as expenditures in the
year of acquisition. Mo asset is reported. The issuance of debt is recorded as a financial resource. The
current year's payments of pringipal and interest on leng-term obligations are recorded as expenditures.
Future years' debt obligations are noi recorded.



Reading Community Schools
Managernan!'s Discussion and Analysis
Year Ended June 30, 2008

Governmental Funds - Most of the District's aclivities are reported in governmeantal funds, which focus
on how money flows into and oud of those funds and the balances left at year-end available for spending
in future penods. These funds are repored using an accounting method called modified acerual
accounting, which measures cash and other financial assets that can readily be converted to cash. The
governmental fund stafements provide a detailed short-term view of the District's general government
operations and the basic services it provides. Governmental fund information helps you determine
whether there are more or less financial resources available to spend in the near future o finance the
District's programs, The relaiionship (or differences) betwsen governmentat activiies (reported in the
Statement of Net Asssts and the Statement of Activities) and governmental funds is reconciled in the
basic financal stalements.

The basic governmental fund financial statements can be found on pages 3 and 5 of this repont.
Fiduciary Funds - The District is the fiduciary for vanous student group activities and scholarships. YWe

exclude these activities from the District's other financial statements because the assets cannot be
tilized by the District to finance its ocperations. The District's fiduciary activities are reported in a separzale

Statement of Fiduciary Net Assets,

The basic fiduciary fund financial statement can be found on page ¥ of this repert.

Additional Information - The Notes 1o Financial Stalements provide additional information that is essential
to a full understanding of the data provided in the government-wide and fung financial statemenis. The

MNotes to Financial Statements can be found en pages 8 - 18 of this report.

Government-Wide Financial Analysis

The following is a summary of Reading Community 2chonls’ net assets as of June 30, 2008 and 2007:

2008 2007

Current assefs 3 4.257.041 $ 3,815,502
Mon-current (capital) assets B, 757.444 7,011,265
Total assets 11,814,485 10,826,767
Current ltabilities 3,502,589 3,098 730
Mon-current liabilities £ 6099 776 5,243,907
Total liabilities 10,201,815 10,040 837

Met assets:
Invested in capilal assets- net of related debt 128718 127,835
Restricted 362 FLY 268017
Unrestricted 3311495 3BB 375
Total net assets 812670 3 786,130

The abowve analysis focuses on the net assets. The change in net assets of the School District's
governmental activities is discussed below. The net assels differ from fund balances and a reconciliation

appears on page 4.



Reading Cormmunity Schools
Management's Discussion and Analysis
Year Ended June 30, 2008

A portion of the District's net assets reflects its investment in capital assets (i.e: land, buildings, vehicles,
and equipment), less any related debt used to acquire those assets that is slill outstanding. The Distnct
uses these assels to provide senvices o citizens; conseguently, these assets are not available for future
spending. Although the District's investment in its capital assets is reported net of related debt, it should
be noted that the resources to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these habilities.

An additional portion of the District's net assets, $352,757, represents resources thal are subject to
externat restrictions on how they may be used. In our case, these amounts are restricted for dabt service
and capital projects. Most of the debt will be repaid from voter-approved property taxes collected as the
debt service comes dua. The remaining balance of unrestricted net assets, $331,125, may be used t©
meet the School District's ongoing obligations fo citizens.

The following is a summary of the changes in net assets for the years ended June 30, 2008 and 2007

Governmental Activities

2008 2007
Revenues:
Program revenues
Charges for services % 208582 § 215140
Operating grants 782 524 ¥B2 537
General revenues:
Froperty taxes 1,347 594 1,255,306
{Grants and State aid 5999777 5,963,180
Other 104 080 118343
Total revenues 8412 557 7.336 820
Functions/Program Expenses:
Instruction 4717906 4,612 662
Support services 2433570 2.5917,323
Fopd service activities 374978 366,833
Athletic aclivities 235,366 230833
Cammunity senvices 24 917 26,217
Other {3,715} 27146
[nterest on long-term debt 289177 2898 464
Depreciation (unallocated) 305,822 300,858
Total expenzes 8 386,017 B.468.436
Increase (decreasa) in nat assets $__ 26540 ${134,930]

General Fund Budgeting and Operating Highlights

The District revised its General Fund budget in January 2008 and also in June 2008. During the fiscal
year, all other District fund budgsts were amended at least once. A schedule showing the General Fund
budget amounts compared with amounts actually paid and received is provided in the required
supplemenial information of these statements.
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Reading Community Schools
Management's Discussion and Analysis
Year Ended June 30, 2008

The General Fund actual revenue and other financing sources were §7,482,117. That amount is above
the amended budget estimate of $7,444 306, The $37.811 variance was due to larger than expected
special educabion reimbursements from other local school districts and also to minor variances in several
revenus accounts,

The artual expenditures and other financing uses of the General Fund were $7,482 203, which is below
the amended budget estimate of $7,545,664. The 363491 varianve was due to savings from energy
conservation measures instifuted by the District and alsc from minor variances in numerous expenditure
accounts.

The General Fund had total revenues of § 7,482 117 and total expenditures of 37 482 203 with a net
change in fund balance of $(86) and an ending fund balance of $308,943, which includes $13,504 as
reserved [to meet the Disirict financial obligations] and $295,439 as unreserved.

Capital Asset and Dzbt Administration

Capital Assets - At the end of fiscal year 2008, Reading Community Schools had $12,720,404 invested in
land and buildings, furniture and equipment, vehicles and buses. Of this amount, $5 962,860 in
depreciation has been {aken over the years. We currently have a net book value of $6,757 444,

Governmental Activities

2008 2007

Land $ 33,000 $ 33000
Buildings and intprovements 10,031,935 a oB1 870
Site improvements 571,398 571,398
Buses and ofher vehicles 829,146 529,140
Furniture and equipment 1,254,925 1,348 B57
Total capital assets 12,720,404 12,764,071
Less accurmulated depreciation 5,862 960 5 752 BO6
Net capital assets $6,757.444 $.2,011,.265

Long-Term Dabt - At June 30, 2008, Reading Communily Schools had total bonded debt cutstanding of
56 467,826 of which $27,926 is Durant Resolution Bonds and $220,000 s QZAB Bonds. Total
governmenta! activities long-term debt consisted of.

Governmental Activities

2008 2007

General obligation debts (hinanced with property taxes) 6,210,000 3 5,495.000
Cther bond obligations 254 927 213,927
Total bonds payable 5,467,926 8,708,927
Installment purchase agreements 160,800 174 500
Cither __ 70500 B0 430
Total capital assets $ 6,698,276 56943907

The District continued to pay down its general obligaiion and other debt, netting & decrease of $244,621
of outstanding bonds and other debt.
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Reading Community Schoois
Management's Discussion and Analysis
Year Ended June 33, 2008

Factors Bearing on the District's Future

&t the time these financial statements were prepared and audited, the District was aware of the following
circumstances that could significandly affect its financial heaith in the future:

The proposed bucdget for 2008-2009 assumes a blended count of 805 students, which is 7 students
below the blended count for 2007-2008,

The State of Michigan has propoesed an increase in the per pupil allowance for 2008-2009 of 3110, which
does not even keep up with inflation.

Because of the decrease in students and funding that is inadequate, Reading Community Schools laid off
five teachers at the end of 2007-2008.

The REA Contract {teacher's contract} expired June 30, 2008, At this date, negotiations are in progress
with the union representatives.

Requests for Information

This financiz) report is designed fo provide a general overview of the Reading Community Schonl's
finances for our citizens, taxpayers, investors, and all those interested in the District's finances.
Cuestions concerning any of the information provided in this report shauld be addressed to:

Teresa Coolman, Business Manager
Reading Community Schools

P.O. Box 330

519W. Eim Sireet

Feading, Ml 49274

wiil



Reading Community Schoois
Statement of Net Assets
Jure A0, 2008

Assets:
Cash and investments
Receivables'
Due from other gavernmenial units
Inventories
Prepaid expenses
Capital assets lesz accumutated depraciation of $5 962 966
Total asssts

Liabilities:

Accounts payable

State aid anticipation loan

Accrued payrall

Accrued interast

Other liabilittes

Long-term liabilities:
Bonds payable, due within one year
Cther obligations, due within one year
Bonds payable, due in more than one yéar
Cther obligations, due in more than one year

Total liabikties

Net Assets;
Investment in capital assets - net of retated debt
Restricted for debt service
Inrestricted
Total net assets

See Notes lo Financial Staterments.

Governmenta!l
Activities

5 3,006,819

1,219,450
17,268
13,504

6,757 444

11,014 485

184,551
2,750,000
336,813
53,486
177,738

295,575
84,275
6,169,331
147 025
10,201,815

128,718
352,757
331,195
3 812,670



Functions/Programs

Primary Government
Governmental activities:

Instruction
Suppart services
Food service achivilies
Athletic activities
Community services
Cther
Interest on leng-term debt
Depreciation (unallocated)

Total governmental activities

Ses Notes to Financial Statemenis.

Reading Community Schools
Statement of Activities
Year Ended June 30, 2008

Program Revenues

Governmental
Activities

Net (Expenses}

Operating  Revenues and
Charges for Grants/ Changes In
Expenses _____Services Contributions  Net Asspts
$ 4717806 3 -3 200906 3 (4,508,000}
2,433,570 3876 2B8.065 (2,141,529,
374,978 113,880 234,385 {26.713)
235, 366 80,726 - {144 641
24,817 - 20,168 (4,743}
{3,718} - - 3,718
288177 - - {(209.177)
303,822 - - {303, B22)
T BIEGOIT B 208 687 & 752 524 [7.424.811)
General revenues:
Taxes:
Froperty taxes, levied for general purposes 760,217
Property taxes, levied for debt services 587,377
State aid not restricted to specific purposes 5,009 777
Inkerest and investment éarmings 67,515
Other . 3B,BE65
Total general revenues 7451451

Change in Net Assets
Wet Assets - Beginning of Year

Met Assets - End of Year

—_— = L >

28,640

7868130

3 Bi2 870



Reading Communify Schools

Balance Sheet

Governmental Funds

Assets

Cash and investments
Receivables;
[Cue from other governmental units
Due from other funds
Inventory
Frepaid expenditures
Total assets

Liabitities and Fund Balances

Liabilities:
Accounts payable
State aid antictpation loan
Bue to other funds
Salaries payable
Accrued expenditures
Deferred revenue

Total lizhilities

Fund Balances:
Reserved for debt service
Feserved for inventory
Reserved for prepaid expenditures
Designaled for special purposes
Unreserved undesignated
Total fund balances

Total iabilties and fund balances

See Notes Lo Financial Statements,

June 3, 2008

Other
Monrmajor
Governmental
General Funds Total
3 2.545 326 § 461,493 5 3,008 819
1218450 - 1,215450
67,339 G7.362 154,701
- 17,268 17,268
13,504 - 13.504
LS 28256818 % 28123 5 4411742
3 184 551 5 -% 184,551
2,750,000 - 2,750,000
o7 382 a7, 338 154,701
323,663 13,150 336 813
171,100 2712 173,812
LI 3827 5327
3,526 678 77128 3.603.804
- 406,243 405 243
- 17 268 17,208
13,504 - 13,504
30,591 - 30,581
264 848 o434 340 332
308,243 498 895 BOT. 938
3 3835610 3 576123 § 4411742




Reading Community Schools
Reconziliation of Fund Batances on the Balance Sheet of Governmental Funds to Net Assets
of Governmental Activities on the Statement of Nel Assets
Govemmental Funds
Jdune 30, 2008

Total Fund Balances - Governmental Funds

5 £07 938
Amounts reporled for governmental activities in the Statetment
of Met Assels are diferent because;
Capital azsets uzed in governmental activilies are not financial
resources and are nol reported i the funds.
The cost of the capital assets is £ 12,720,404
Accurnulaled depreciation is (5,962 060
6,757 444
Long-tarm liabilities not due and payable in the current period
are not reponed in the funds:
Bonds payable {6,457 925)
Installment purchase agresments (180,800
Compensated absences (70,5000
Accrued interest pavable is not included as a lability in
governmental adtivities, (53.486)
Total Het Aszets - Governmental Acfivities ] 812670

See Motes to Financial Statements



Reading Community Schools

Statemnent of Revenuas, Expenditures and Changes in Fund Balances

Revenues:
Local sources
State sources
Federal sources
Interdistrict and ather
Total revenues

Expenditures:

[nstruction

Support services

Alhletic activities

Food service activities

Community services

Other

Debt service:
Principal payments
Interest and fiscal charges
Total expenditures

Revenues Over {Under) Expenditures
Other Financing Sources (Uses}:
Operaling transfers in
Operating transfers ot
Total other inancing sourcas [uses)
Net Changes in Fund Balances

Fund Balances - Beginning of Year

Fund Balances - End of Year

See Notes to Financial Statements.

Governmental Funds
Year Ended Jung 30, 2008

Other
Nonmajor
Governmenta!l

General Funds Total
3 348.521 5 801635 & 1,850,158
5,239,500 25017 6,264 M7
308 233 208 368 517,601
115.680 - 1165 680
¥.512.334 1036020 B548 3564
4 707 BBE 4 707 BEG
2,483 835 - 2,483 835
- 235 366 235,366
. 374,978 374 8978
24,917 - 24917
472 - 472
71,090 285,000 356,080
13,248 287,505 500753
7,301,443 1,182 849 3 484 297
210 886 {146.825) B4 057
- 180,755 180,755
{180,758} - (180, 758)
{180,755} 180,755 -
30,131 33,926 g4 057
308,028 486 0560 774,088
3 339 160 & 408 995 5 83p 185




Reading Community Schoois
Feconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to (he Statement of Activifies
Governmental Funds
Year Ended June 30, 2008

ket Change in Fund Balances - Total Governmental Funds 3 33,840

Amounts reported for governmental activities in the Slaternent
of Activities are different because:
Governmental funds report capital cutlays as expenditures, in the

Stalement of Acitvities, these costs are allocaled over their estimated

useful fives as deprecralion.
Depreciation expenze L (303.822)
Capilal putlay 50,265

(253,557}

The net effact of olher miscellanenus fransactions involving capital assets
(i.2. sales) is to decrease net assels (264)

Accrued inlerest is recorded in the Slalement of Activities when incurred;
itis not repeded in governmental fonds until paid. 1 640

Bond proceeds are reporled as financing sources in governmental funds
and thus contribule lo the change in fund halance. In the Slatement of Met
Lzzets, howsever, tssiing debt increases loag-term labililies and does not
affect the Statement of Activities. Similarly, repayment of principal is an
expendilure in Ihe governmental funds but reduces the liability in the
Stalement of Met Assats.

Dbt issued
Instalirmend purchase agreements (52,040}

Fepaymenls:
Bond holdars 241,001
Frincipat on instaliment purchase agreemenls 75,740
254 7TM
Compensated absences are reported as expendilures when
finanrial resources are used in the governmental funds. {10,020

Change in Met Assets of Governmental Activities & 28,540

See MNotes bo Financial Stalements 3]



Reading Community Schools
Statement of Fiduciary Net Aszets
Fidustary Fund
June 30, 2008

Assels
Cash and investrments
Total assets

Liabilities
Due to student groups
Total liabilities

See Notes to Financial Statements.

Agency Fund -

Student
Activifies
& A3 818
) 43 818
5 48 818
) 43 818




Reading Community Schools
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies

The basic financial statements of the Reading Communily Schools have been prepared in conformity
with accounting principles generally accepled in the United States of America {GAAF) as applicable to
governmental units. The Governmental Accounting Standards Board {GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles. The
more significant of the District's accounting policies are described below.

Repaorting Entity

The School District is governed by an elected seven-member Board of Education. The accompanying
financial statements have been prepared in accordance wilh criteria established by the Govarnmental
Accounting Standards Board for determining the various governmental organizations to be included in
the reporting entity. These criteria include significant operational financial refationships that determine
which of the governmental organizations are a part of the School District's reporting entity, and which
arganizations ate legally separate, component units of the School District. Based on the application of
the criteria, the District does not contain any component units.

District-Wide and Fund Financial Statements

The district-wide financial stalements (i.e., the Staiement of Net Assets and the Statement of Activities)
report information on all of the non-fiduciary activities of the pimary government. Governmental
activities, which normally are supported by taxes and infergovernmental revenues. are reported
separately from business-type activities, which rely to a significant extent on fees and charges for
support. All of the School District's governiment-wide activities are considered governmental activities.

The Statement of Activities demonsirates the degree to which the direct expenses of a given function
or segment are offsel by program revenues. Direct expenses are those that are clearly identifiable
with a specific function. Program revenue includes (1) charges io customers of applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function, and
(2} grants and contributions that are restricted to meeting the operational or capital requirements of a
particular function.

Taxes, intergovernmentai payments, and other items not properly included among program revenues
are reported instead as general revenue.

Separate financial staternents are provided for governmental funds and fidusiary funds, even though
the latter are excluded from the district-wide financial statements. Majer individual governmental funds
are reported as separate columns in the fund financial statements.

Measurement Focus, Basizs of Accounting, and Financial Statement Presentation

District-Wide Statements — The districtwide financial statements are reported using the economic
resources measurement focus and the acerual basis of accounting. Revenue is recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of refated cash
flows. Property taxes are recognized as revenue in the year for which they are ievied. Grants,
categorical aid, and similar items are recognized as revenue as soon as all ehgibility requirements
impesed by the provider have been met.



Reading Community Schools
Motes to Financial Statemenis

Note 1 — Summary of Significant Accounting Pelicies (Continued}
Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

District-Wide Statements (Continued) - As a general rule, the sffect of interfund activity has been
eliminated from the district-wide financial statements.

Amounts reported as program revenue include (1) charges to customers or applicanis for goods,
services, or privileges provided; (2) operating grants and contributions; and (3} capital grants and
contributions. Internally dedicated resources are reporied as general revenue raiher than as program
revenue. Likewise, general revenus includes all taxes and unrestricted State aid.

Fund-Based Statements — Governmental fund financial staterments are reported using the current
financial resources measurament focus and the modified acerual basis of accounting.  Revenue is
recognized as soon as it is both measurable and available. Revenue is considerad fo be available if it
is collected within the current period or soon enough thereafter io pay liabiliies of the current percd.
For this purpose, the government considers revenues to be available if they are collected within 60
days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debi service expenditures, as well as expendilures
related to compensated absences, severance pay, claims. and judgments, are racorded only when
payment is due,

Property taxes, unrestricied State aid, intergovernmental grants, and interest associated with the
current fiscal period are all considered to be susceptible to acerual and 50 have been recognized as
revenue of the current fiscal perind. Al other revenue items are considered to be available only when

cash is received by the government.

The fiduciary fund statement is also reported using the economic resources measurement focus and
the accruatl basis of accounting.

The School District reporis the following major governmental funds:

General Fund — The General Fund is the School District's primary operating fund, |t accounts for gl
financial resources of the [hstrict, except those required to be acsounted for in another fund.

Additionally, the governrment reports the foliowing fund types:

Special Revenue Funds - Special Revenue Funds are used 1o account for the proceeds of specifie
revertue sources that are restricted to expenditures for specified purposes. Special Revenue Funds
maintained by the District are the Athletics Fund and the Food Services Fund.

Debt Funds — Debt Funds are used to record tax, interest, and other revenue for payment of principal
and other expenditures and the disbursements thereof on a particular bond issue.  The District
maintains the 2003 Debt Fund, the 1822 Debt Fund, the QZAB Debt Fund, and the Durant Debt Fund.



Reading Community Schools
Motes to Financial Statements

Note 1 - Summary of Significant Accounting Policies {Continued}

Fiductary Funds — Fiduciary Funds are used to account for assets held by the District in a trustee
capacity of as an agent. Fiduciary Fund net assels and resulis of operations ara not included in the
district-wide staternenls. Agency Funds are custodial in nature (assets egual liabilities) and do not
involve measurements of results of operations. The District presently maintains a Student Acthitias
Fund to record ihe transactions of student and parent groups for school-ielated purposes.

Assets, Liabilities, and Net Assets or Equity

Deposits and Investments — Cash and cash equivalents include cash on hand, demand deposits,
and certificates of deposits.

The District reports its investments in accordance with GASB Statement No. 31, Accounling and
Financial Repotting for Cerlain invesimenis and for External investment Pools. Under these standards,
certain investments are valued at fair value as determined by quoted market prices or by estimated fair
values when guoted market prices are not available. The standards also provide that cerain
investments are valued at cost (or amortized cost) whan they are of a short-temm duration, the rate of
return is fixed, and the District infends to hold the investment until maturity. Accordingly, investments in
harkers' acceptances and commercial paper are recorded at amortized cost

Staie statutes authorize the Disirict to invest in bands, and other direct and certain indirect obligations
of the U.S. Treasury; certificates of deposit, savings accounts, deposit accounts, or depository receipis
of a bank, savings and Ioan association, or credit union, which is a member of the Federal Deposit
Insurance Corporation, Federal Savings and Loan Insurance Corporation, or Mational Credit Union
Adminiztration, respectively; in commaerzial paper rated at the time of purchase within the three highast
classifications established by not less than two standard rating services and which matwes not more
than 270 days after the date of purchase. The District is also aulhorized to invest in LL3. Govarnment
of federal agency obligation repurchase agreements, bankers' acceptances of U.S. banks, and mutual
funds cormpased of investments as outlined above.

Property Taxes — Property taxes levied by the District are coliected by various municipalities and
pefiodically remitted to the District. The laxes are levied and become a lien as of December 1 and are
due Upon recetpt of the billing by the taxpayer and become a lien on the first day of the levy years. The
actual due date is February 14, after which time the bills become delinquent and penalties and interesi

may be assessed by the collecting entity.

For the year ended June 30, 2008, the Disfrict levied the following amounis per $1,000 of assessed
valuation:

Generai Fund — Non-homestead 18.000
Debt Funds 4.300

Receivables and Payables — In general, outstanding balances between funds are reperted as "due
toffrom other funds"  Activites between funds that are representative of lending/borrowing
arrangetments outstanding at the end of the fiscal year are referred to as “advances fofirom olher
funds.”

Property tax and other trade receivables are shown net of an allowance for uncollectible amounts. The
District has determined the uncollectible amounts are immaterial and no provision has been recorded.
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Reading Communify Schools
Notes to Financial Statermnents

Note 1 — Summary of Significant Accounting Pelicies [Continued)

Receivables and Payables {Continued} - The State of Michigan utilizes a foundation allowance
approach, which provides for a specific annual amount of revenue per student based on a State-wide
fortnula.  The foundation allowance s funded from a combinalion of State and |ocal sources.
Revenuas from State sources are primarily governed by the Schoal Aid Act and the School Code of
Michigan. The State portion of the foundation is provided from the State's School Ald Fund and is
racognized as revenue in accordance with State law and accounting principles generally accepted in
the United States of America,

The Districl also receives revenue from the State to administer certain categorical education programs.
State rules require that revenus earmarked for these programs be used for its specific purpose.
Cerain categerical funds require an accounting to the State of the expenditures incurred.  For
categorical funds meeting this requirement, funds received, which are not expended by the close of the
fiscal year, are recorded as defarred revenue. Other categorical funding is recognized when the
appropriation is recelivad.

Inventories and Prepaid lems — Inventories are valued at cost on a first-in, first-out basis.
Invetitories of governmentai funds are recorded as expenditures when consumed rather than when
purchased. Certain payments to vendors refiect costs applicable to fiture frscal years and are
recorded as prepaid iterns in both district-wide and fund financial statements.

Capital Assets - Capital assets, which include land, buildings, equipment, angd vehicles, are reported
in the applicable governmental activities column in the district-wide financial statements. Capital
assets are defined by the governmeant as assets with an astimated useful life in excess of one year.
Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assels are recorded at estimated fair market value at the date of donation. Costs of
normal repairs and maintenance that do not add to the value or materially extend asset lives are not
capitalized. The School Dislrict does not have infrastructure type assets,

Buildings, equipment, and vehicles are depreciated using the straight-ling mathod over the following

useful lives:
Buildings and improvemeants 20 - 40} years
Site improvements 20 years
EBuses and other vehicles 10 years
Furniture and equipment 5-10 y=ars

Compensated Absences - The liability for compensated absences reported in the districl-wide
statemnents consists of unpaid, accumulated annuat and sick |eave balances. The liability has been
calcelated using the vesting methad, in which leave amounts for both employeas who are currently
gligible to receive termination payments and other employees who are expected to become eligible in
the future to receive such payments upon termination are included.

Long-Term Obligations — In the district-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the Statement of Net Assets. Bond premiums and discounts,
as well as issuance costs, are deferred and amortized over the fife of the bonds using the effective
interest method.

Bonds payable are reported nel of the applicable bond premium ¢r discount. Bond issuance costs are
reported as deferred charges and amortized over the term of the related debt.
i1



Reading Community Schools
Notes fo Financial Statements

Note 1 —- Summary of Significant Acceunting Peficies {Continued)

Long-Term Obligations {Continued) — In the fund financial statements, governmental fund fypes
recognize bond premiums and discounts, as well as bond issuance costs, during the current period.

Premiums received on debi issuances are reported as other financing sources while discounts are
reportad as other financing uses. |ssuance costs are reported as debt service expenditures.

Fund Equity — In the fund financial statements. governmental funds report reservations of fund
balance for amounts that are not available for appropriation or are legally restricted by outside parties
for use for a specific purpose. Designations of fund balance represent tentative management plans
that are subject to change. When both restricted and unrestricted resources are avaitable for use, it is
the government's policy to use restricted resources first, then unrestricted resources as they are
neetded.

Use of Estimates

The process of preparing financial statements in conformity with accounting principles generally
accepted in the United States of America requires the use of estimates and assumptions regarding
certain types of assets, liabiliies, revenues, and expenditures. Such estimates primarily relate to
unsettled transactions and events as of the date of the financial statements. Accordingly, upon
settlement, actual results may differ from estimated amounts.

Hote 2 — Stewardship, Compliance, and Accountability

Budgets are adopted on a basis consistent with accounting principles genarally accepted in the United
States of America. Annual appropriations lapse at fiscal year-end.

The District follows these procedures in establishing the budgetary dala reflected in the financial
statements:

1. The Superintendent submits to the School Board a propssed operating budget for the fiscal year
commencing on July 1. The operating budget includes proposed expenditures and the means of
financing them. The level of control for the budgets is at the functional level as set forth and
presented as required supplemeniary information.

2. Public hearings are conducted to obtain taxpayer comments.

3. Prior to July 1, the budget is legally adopted by School Board resofution pursuant to the Unifarm
Budgeting and Acsounting Act {P.A. 621 of 1878) The Act requires that the budget be amended
prior to the end of the fiscal year when necessary to adjust appropriations if il appears that
revenues and other financing sources will be less than anticipated or so that expenditures will not
be in excess of original estimates. Expenditures shall not be made or incurred, unless authorized
in the budget, in excess of the amount appropriated. Violations if any, for the General Fund are
nated in the reguired supplemental information seclion.

4. The Superintendent is authorized to transfer budgeted amounts between major expenditure
functions within any fund; however, these transfers and any revisions that alter the iotal
expenditures of any fund must be approved by the School Board.
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Reading Community Schools
Motes to Financial Statements

Hote 2 — Stewardship, Compliance, and Accountability (Continued}

5. Formal budgetary integration is employed as a management contral device during the year for the
General and Special Revenue Funds.

6 The budget was amended during the yesar with supplemental appropriations, the |ast one
approved prior io June 30, 2008. The District does not consider these amendments 10 te
significant.

Note 3 — Deposits and Investmenis

At year-end, the School District's deposits and investments {see Note 1 for description} were reported
in the basic financial statements in the following caiegones:

Governmental Fiduciary Total Primary
Activities Funds Govarament
Cash and investments $3.008.818 §_48.818 $.3,050.637

The breakdown hetween deposits and investments for the Schoel District is as follows:

Deposits (checking and savings accounts, cedificates of deposit) $ 1,140 687
Investments in pooled investments 1,914, B50
Pelty cash and cash on hand 100

Total 8 3.055637

Investment and Deposit Risk

Interest Rate Risk — State law limits the allowable investments and the maturities of some of the
allowabie investments. The School's investment policy does not have specific limits in excess of State
law on investment maturities as a means of managing its exposure to fair value losses arising from
increasing interest rales. The investrnent in the pooled investments had an average maturity of less
than one yeai.

Credit Risk - State law limits investments fo specific government securities, cerificates ¢of deposits
and bank accounts with qualified financial institutions, commercial paper with specilic maximum
maturifies and ratings when purchased, bankers’ acceptances of specific financial institutions, gualified
mutual funds and qualified external investment pools. The School's investment policy does not have
specific limits in excess of State law on investment credit risk.

The District's investments are held in two types of pooled investment accounts. Investments under the
interlocal agreement (MILAF) in the amount of $1,627 231 are regulated by the Urban Cooperation
Act. The fair value of the pesition in the interfocal agreement pools is the same as the value of the
pool shares. The interlocal agreement {MILAF} is rated AAM according to Standard & Poor's. The
District's remaining investments, held in a Federated investment pool, alse have a fair value equal to
ihe value of the pocol shares, These pooled funds were rated AAAM by Standard & Poor's.
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Reading Community Schools
Motes to Financial Statements

Note 3 — Deposits and Investments {Continued)

Custodial Credit Risk — Deposits — Custodial credit risk is the risk that in the event of a bank failure,
the School's deposits may not be returnaed. The School has not adopted and State law does not
require a policy for deposit custodial credit risk. As of year end, $1,028,685 of the School's bank
balance of $1.2654,852 was exposed to cusiodial credit risk because it was uninsured and

uncollateralized.

Note 4 — Receivables

Receivables at June 30, 2008, consist of the following:

Other governmental units {primarily Michigan Department of Education}

Note & — Capital Assets

Capital asset activity of the School District's governmental activities was as follows:

Beginning
Balante
Assets not being depreciated:

Land $ 33,000
Total assets not being depreciated 33,000
Capilal assels being depreciated:
Buildings and improvements 5,981,670
Site improvements 971,328
Euses and olher vebicles 528,146
Furniture and equipmeni 1,348 B57
Sublotal 12,731,071
Accumulated depreciation:
Buildings and improvements 3,855,846
Site improvemenis 379,296
Buses and other vehicles 540,681
Furniture and equipment 276,983
Subtolal £ 752 806
Net capital assets being depreciated  _£,978,265
el capital assets 5.7.011.255

$1.219.450
DHisposals

and Yaar-End

Additiopns Adjustments _ Balance
- $o - §_ 33000
S - 33,060
50,265 - 10,031,935
- 571,398
- - 829,146
- 83932 _1,254 825
50 265 83,432 J2.6887 404
223,234 - 4. 079,130
26,7210 406,016
47 716 - 588,397
6,102 g3 658 289417
303,822 893,668 5062 960
(253,557} 264 5,724 444
3.(253.557) $__(264)  $£.757444

Depreciation for the fiscal year ended June 30, 2008 amounted to $303,822. The District determined
that it was tmpractical to allocate depreciation fo various governmental activities as the assets sefve

muktiple functions.
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Reading Community Schools
Motes to Financial Statements

Note 6 - Interfund Receivables, Payables, and Transfers

Amouris appeanng as interfund receivables and payables arise when a fund pays for a good or
service on behalf of another fund. The composition of interfund balances at year end is as follows.

Ciue TofFrom Other Funds:

Receivable Fund Payable Fund Amount
2003 Bebt Fund General Fund 522175
Food Service Fund General Fund 2,546
General Fund Athletic Fund 57,339
1599 Debt Fund General Fund 72,641

154 71

Interfund Transfers:

During the current fiscal year, the General Fund transferred $141,028 to the Athletics Fund, 525,000 to
the Food Services Fund, and $14,667 to the QZAB Debt Fund. The purpose of the fransfars was to
subsidize the Athletics Fund activitizs and the Food Services Fund activities for the year and o set
aside amounts due in the future for Qualified Zone Academy Bonds.

Note 7 = Prior Period Adjustment

The beainning balance of fund eguity in the General Fund reflects a prior peried adjustment to corect
an eror in reporting of Qualified Zone Academy Bonds. The correction was to sel the bonds up in a
separate debt fund. the QZAE Debt Fund.

MNota B — Note Payable

During the year, the District issued a State Aid anticipation note dated August 2, 2007 maturing
August 2, 2008 in the amount of 52,750,000 with an interest rate of 4. G0%.

Batance Balance
Junga 30, 2007 Additions Payments June 30, 2008
$2.350.00 $2.750.000 $2,350,000 32750000

The District has alzo approved the issuance of a State Aid anficipation note in the amount of
$2.800,000 with an interest rate of 2.8% issued in August, 2008 with a one-year maturity,
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Note 9 — Long-Term Debti

Reading Communify Schools
Notes to Financial Statements

The School District issues bonds, notes, and other contractual commitmenis to provide for the
acquisition and construction of major capital faciliies and the acguisition of cerain equipment.
General obligation bonds are direct obligations and pledge the full faitn and credit of the School
District. Other long-term obligations include compensated absences.

Long-term obligation activity can be summarized as follows:

Amounts
Beginning Ending Due Within

Balange Additions Eeductions _Balahce One Year

Governmental Activities:
Bonds 3 6,708 927 5 - 241000 $ 54678926 F29B575
Loans payable 174 500 g2,040 75 740 160,800 73,700
Compensated absences G0 480 10,020 70,500 10,576

Total governmental

aciivities $.6.943 907 3_72060 $316741 $6.688226 3582.850

Annual debt service requirements to maturity an the above governmental bond and loan obligations

are as follows:

Governmenta! Activities

Principal Inferest

2009 $ 372275 F 283,757
2010 349 445 268,874
2011 352,623 2504 544
2012 375,078 247,260
2013 345 305 224,576
20142018 1,850,000 BBQ.B20
2018-2023 1,815,000 430,850
2024.2027 1,065,000 121,275

Total $6628726 $.2.711.756

General obligation bonds and loan obligations consist of:

%3 825 000 serial bonds due in annual installments of
85,000 to $275,000 through May 1, 2027, interest
from 3.00% to 4.50%.

$3,761,000 serial bonds due in annual installments of
%210,000 to $230,000 through May 1, 2020, inlerest
at 4.3% to 5.00%.
Subtofal

$220,000 Quatified Zone Academy bonds due in annual
installments of $14,867 through December 20, 2018, these are
no interest bonds; bond holders eligible for qualified tax credit.

$54,230 Durant Nen-Plainiiff serial bonds due in annuai
installments of $3,575 to $22.378 through May 15, 2013,

interest at 4.70%.
Total bonded debt
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Total
$ 856032
618.319
BO7, 167
§22,338
573,881
2,330,820
2,245650
1,186,275
$9,340.482

§ 3,495,000

2,715,000
6,210,000

220,000

37,926

e ——rlr——

6.487 926
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Notes to Financial Statements

Note 9 — Long-Term Debt (Continued)

Installment Purchase Agreement — Century Bank and Trust
due in annual installments of $11,000 plus interest at 3.645%,
rmaturity date of May 1, 2009, $ 11,000

Installment Purchase Agreemeni — County National Bank
due in annual installments of $11,000 plus interest at 4.30%,
maturity date of October 10, 2010, 33,000

Installment Purchase Agraement — Century Bank & Trust,
due in annual installments of $12,700 plus interest at 4.39%,
maturity date of August 22, 2011, 50,800

Instaliment Purchase Agresment — Ceniury Bank & Trust,
due in annual instalments of $23,000 plus interest at 4.34%,
maturity date of May 1, 2008, 22,000

Instaliment Purchasea Agresment — Century Bank & Trust,
due in annua! installments of $12,000 plus inferest al 4.45%,
maturity date of May 1, 2010, 24 000

Instafiment Purchase Agreement — Century Bank & Trust,
due in annual installments of $5,000 plus interest at 4.18%,

maturity date of May 1, 2012, 20,000
Total debt $6.6287260

Durant Non-Plaintiff Bond — Incluged in Governmental Activities General Obligation Bonds is the
Durant Non-Plaintif Bond.  Annual total payments (principal and interest) of $4,510 to 330,305
associated with this bond are funded by the State of Michigan via specifically appropriated State Aid
and wili not require any District debt levy or utilization of any other District financial resources.

Note 10 - Defined Benefit Pension Plan and Post-Employment Benefits

Plan Description — The School District participates in the Michigan Public School Employees’
Retiremnent System (MPSERS), a statewide, cost-sharing, multiple-employer defined benefit pensian
plan administered by the nine member board of the MPSERS. The MPSERS provides retirement
benefits and postretirement benefits for healih, dental and vision. The MPSERS was established by
Public Act 136 of 1945 and operates under the provisions of Public Act 300 of 1880, as amended. The
Michigan Public School Employees’ Retirement System issues a publicly available financial repert that
includes financial statements and required supplementary information for the system. That report may
be obtained by writing to Michigan Public School Employess Retirement System, P.0O. Box 30026,
L.ansing, M) 48909 or by calling {517} 322-6000.

Funding Pelicy — Member Investment Plan {MIFP) members enrolled in MIF prior to January 1, 18580
contribute a permanenily fixed rate of 3.9% of gross wages. The MIP contribution rate was 4.0% from
January 1, 1987, the effective date of the MIP, until January 1, 1830 when it was reduced to 3.9%.
Members first hired January 1, 1980 or later and returning members who did not work between
January 1, 1887 through December 31, 1885 contribute at the following graduated permanently fived
contribution rate: 3% of the first $5,000; 3.6% of 35,001 through $15,000; and 4.30% of all wages over

F15.000.

17



Reading Community Schools
Naotes to Financial Statemenits

Note 10 — Defined Benefit Pension Plan and Pest-Employment Benefits {Continued}

Funding Policy {Continued) — Basic Plan members make no contributions. For a limited period
ending December 31, 1882, an active Basic Plan member could enroll in the MIF by paying the
contributions that would have been made had enrollment occurred initially an January 1, 1887 or on
the date of hire, plus interest, MIP contributions at the rate of 3.8% of gross wages begin at enrollment.
Market rate interest is posted to member accounts on July 1* on all MIP monies on deposit for 12
montis. If & member leaves MPSERS service and no pension is payable, the member's accumulated
contributions plus interest, if any, are refundable.

The District is requited {o contribute the full actuarial funding cantribution amount to fund pension
benefits, plus an additional amount to furd retiree health care benefit amounts on a cash disbursement
basis. The pension benefit rate totals 17.74% for the period from July 1, 2007 through Seplember 30,
2007 and 16.72% fram Octobar 1. 2007 through Jure 30, 2008, The contribution requirements of plan
members and the District are established and may be amended by the MPSERS Board of Trustees.
The School District’s contributions to the MPSERS plan for the years ended June 30, 2008, 2007, and
2006 were approximately $685,000, $717,000 and $635,000, respectively.

The District is nat responsible for the payment of retirement benefits which is the responsibility of the
State of Michigan.

Post-Employment Benefits — Under the MPSERS Act, all retirees participating in the MPSERS
pension plan have the oplion of continuing health, dental, and vision coverage. Retirees having this
coverage contribute an amount equivalent to the monthly cost for Part B Medicare and 10 percent of
the monthly premium ameount for the health, dental, and vision coverage. Required contributions for
post-employment health care benefits are included as panl of the District's total contribution to the
MPSERS plan discussed above.

Note 11 - Risk Management

The School District is expesed to various risks of loss related torts; theft of, damage to, and destruction
ot assets: errors and omissions; employee imjuries and natural disasters. The Distiict participates in a
distinct poal of educational insfitutions within the State of Michigan for self-inswing workers’ disability
compensation. The pool is considered a public entity risk pool. The Dislrict pays apnual premiums to
the pool for the respective insurance coverage. In the event the pool's total claims and expenses for a
policy year exceed the total normal annual premiums for said years, all members of the specific pool's
policy year may be subject 1o special assessment to make up the deficiensy. The pool maintains
reinsurance for claims in excess of $500 000 for each oesurrence with the overall maximum coverage
being unlimited. The District has not been informed of any special assessments being required.

The School District has purchased commercial insurance for other risks of loss, including employee

health and accident insurance.

Note 12 — Federal and State Grants

The Dhstrict has received federal and State grants for specific purposes that are subject to review and
audit by the granfor agencies. Although such audits could generate expenditure disallowance under
terms of the grants, management believes that any required reimbursements would not be material.
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Reading Community Schools
Budgetary Comparisocn Schedule - General Fund
Year Ended June 30, 2008

Budgsted Amounts
Original Final Actual
Revenues:
Local socurces 3 741 635 & 511,541 L 848 521
State sources 6,234 707 6,225,295 & 209 683
Federal sources 278,000 312,916 308,233
Interdistrict and other 10,004 04 554 115,680
Total revenues 7. 264 346 7 Add 307 7482 117
Expenditures:
Instrugtion:
Basic programs 3,371,026 3411 863 3435476
Added needs 1,252,104 1,281,727 1,272,410
Support 3ervices:
Fupil 137,598 121,563 132 897
Instructional staff 166,344 227,442 274 573
Seneral agministration 295,536 275 733 268,431
Sehaol administration 457 713 447 073 446 307
Business 200,205 230,756 226,728
Cperation and maintenance B3G 042 850,034 TROFTT
Fupil transportation 352,404 363,344 3R6 976
Security systems - 38,088 39,086
Community Services 2B, 714 28882 24,817
ther £9 542 B5,380 84.810
Total expenditures 7,219 825 7,372 BY5 7,301,448
Revenues Over (Under} Expenditures 44,521 71612 180,668
Other Financing Sources {Uses):
Operating transfers out (173,429) (166,088} (180,755)
Total sther financing sources {uses) {173,429) (166,088} (180,755}
et Changes in Fund Balances (128,908) {34 478} {86)
Fund Balances - Beginning of Year 309,020 308 029 309,028
Fund Balances - £nd of Year 5 180,121 3 214 553 3 308 943
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Reading Community Schools

Assels

Cash and investmants
Due from other funds
Inventony

Total assels

Liakilittes and Fund Balances

Liabilities:
Cue to othar funds
Salaries payable
Accrued expendilures
Deferred revenus
Total liabilities

Fund Balances:
Feserved for debt service
Reserved for inventory
Unreserved:undesignated
Total fund balances

Total liabilities and fund balznces

Combining Balance Sheet
Manmajor Governmental Fuends

June 30, 2008

Special Debt
Revenue Service
Funds Funds  Total
3 150,066 $ M1427 & 461,403
2,546 04 B16 a7.362
17, 268 - 17,268
5 160 8580 & 406 243 & 576,123
] 57339 % -3% 57.339
13,150 - 13,150
2,712 2,712
3827 - 3,527
7128 77128
- 406,243 408,243
17,268 - 17.268
75,484 - 75484
B2 F5e2 405243 A58 8865
3 166 BED § 406,242 3 575 123
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Reading Community Schools
Combining Statement of Revenues, Expenditures
and Changes in Fund Balances
Wonmajor Gevernmental Funds
Year Ended June 30, 2008

Special Debt
Revanue Service
Funds Funds Total
Revenues!
Local sources 5 208,906 % 594 720 & 801,535
Shate souices 25017 - 2507
Federal sources 200 368 - 2000 368
Total revenues 441,281 584 724 1,038 090
Expenditures:
Athlelic activities 235,366 - 235,366
Food service activities 374 978 - 374,078
Debt gservice - 572 505 572 5056
Total expenditures 810,344 572 805 1,182 548
Revenues Over (Under) Expenditures (169,053) 22,224 {145 £25}
Other Financing Sources [Uses):
Operating transfers in 166 028 14 667 180 755
Total other inansing sources {uses) 166 088 14 BGY 180,755
Net Changes in Fund Balances (2.965) 36,891 33,826
Fund Balances - Beginning of Year 85.717 359,352 465,069

Fund Balances - End of Year

5 92,752 5 406243 § 458 S95
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Cash and investments
Due from other funds
[mventory

Total assets

Reading Community Schools
Cormbining Balance Sheet
Wonmajor Special Revenue Funds
June 30, 2008

Liabijities and Fund Balances

Liabilities:
Due to other funds
Salaries payable

Accrued expenditures

Deferred revenue
Tolal liabilities

Fund Balances;

Reserved for inventory
Unreserved: undesignaled
Total fund balances

Total liabilittes and fund batances
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Food
Athletics Services
Fund Fund Total
25,449 & 150,068

3 114,617 §

2,545 2,546
17.268 17,268

5 114817 &

00263 B 168 880

-3 57339 % -3 57.338
2,850 10,200 13,150

226 248G 2,712

- 3927 3,027

60,515 16,613 77,128

- 17,268 17,268

54,102 21,382 75484
54102 38650 92 752

$ 114817 % 552683 8§ 165,820




Reading Comrmunity Schools
Combining Statement of Revenuss, Expenditures
and Changes in Fund Balances
Nonmajor Special Revenuve Funds
Year Ended June 30, 2008

Food
Athletics Services
Fund Fund Tota?!

Revenues:
Local sources:

Interest eamings i 1,705 § 535 5 2,300
Food sales - 113,880 113,880
Athletics 80,726 - o, 726
Total local sources 2431 114475 206 906
State sources!
Restricted } - 25017 2507
Total Stale sources - 25017 25017
Federal sources:
Receivad through State - 209,368 204 368
Total federal sources - 209 368 209 358
Total revenues . 892,431 348 BED 441,241
Expenditures:
Salaries 114,413 115,684 230,097
Employes banefits 23,703 87,773 121,478
Purchased services 21,058 2,738 23,797
Supplies and matarials 57.515 145,951 203 456
Other 18675 12,831 31,506
Total expenditures 235 358 374 878 B10,344
Excezs of Revenues
Over {Under) Expenditures {142 435} {26,118} _ _{168053}
Other Financing Sources [Uses):
Crperating fransfers in 141,088 25,000 166,088
Total other financing sources {ussas) 141.088 25 000 166 088
Net Changes in Fund Balances (1.847) {1,118} (2,955}
Fund Balantes - Beginning of Year 55 8944 39,768 85717
Fund Balances - End of Year o 54102 § |E50 3 92 752
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Asnets
Cash and investmeants
Short-term investrmeants
Taxes recetvable
Due fram other funds
Total assets

Liabijlities and Fund Balances
Fund Balances,
Ressrved for debt service

Total liabilities and fund balances

Reading Community Schools

Combining Balance Shesat

Nonmajor Debt Senvice Funds

Jung 30, 2008

Durant 1999 2003 QZAE
Deht Deubt Debt Cebt
Fund Fund Fund Fund Tofal
% -5 130637 & 121,822 § 5396 & 311427
- 72 649 22,175 - 04 816
& -3 203,278 § 143997 & SB GBS §  40E 243
203,278 143 997 58 G588 408.243
] -3 3 -5 -8 -
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Reading Community Schools
Combining Statement of Revenues, Expenditures
and Changes in Fund Balances
Nonmajor Diebt Service Funds
Year Ended June 30, 2008

Durant 1989 2003 QZAR
Debt Debt Debt Crebt
Fund Fund Fund Fund Total
Kevenues:
Local Sources:
Taxes $ -3 340 778 § 246,530 5 -5 587 377
Interest - 5207 18957 192 7352
Total local spurces - 345,580 248 556 193 504,729
Total revenues - 245 980 248 556 183 B94q Y29
Expenditures:
Redemption of principal 200,800 85,000 - 285,000
Interest on dept 135 675 151,280 - 286 955
Other 300 250 - S50
Total expendituras 335,875 236 530 - 72 A05
Revenues
Dver (Under} Expenditures - 10,005 12,026 183 22024
Other Financing Sources {Uses):
Operating transfers in - - - 14 667 14 G687
Tolal other fingncing sources [Uses) - - 14 667 14,667
Net Changes in Fund Balances 13,005 12,026 14,860 25,881
Fund Balances - Beginning of Year - 183272 131,971 44 108 369,352
Fund Balances - End of Year b -3 203778 § 143 997 3 o8 968 5 406 243

25



Reading Community Schaols
Comparative Balance Sheels
General Fund
June 30, 2008 and 2007

Assels
Cash and investments
Due from other govermmental units
Due from ather funds
Frepaid expenditures
Total assets

Liahilities and Fund Balances

Liabilities:

Accounts payable
State aid anticipation note
Due to other funds
Salares payable
Accrued expenditures
Other hiabilities

Total liabilities

Fung Balances.
Reserved for prepaid expendifures
Designaked for special purposes
Unreserved undesignated
Total fund balances

Tolal liakilities and fund balances
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2008 2007
& 2,545,328 2179228
1,218,450 1,187,780
57,338 48,813
13,504 12, 560
$ 3 B35610 $ 3426181
$ 184,551 $ 226,385
2,750,000 2,350,000
oy, 362 50,560
323663 288 840
171,100 147 288
- 43,864
3,526 678 3,116,907
13,504 12,360
30,691 -
254,348 286 2314
308,843 300 028
5 3835619 5 3. 116307



Reading Community Schools
Statements of Revenues, Expenditures and Changes
in Fund Balances - Budget to Actual
General Fund
For the Year Ended June 30, 2008
(With Comparative Amounts for the Year Ended June 30, 2007)

2008
Variance -
Favorable
Budget Actual iUnfavorable) 2007
Revenues:
Local Sources:
Froperty tax g 723800 % TEO.21T % 412 & 709,567
Earnings on investment and deposits 55000 S5Y.BE3 2,863 51,729
Rentals 3,694 3,725 3 3605
iizcellaneous 21.281 26,718 5435 75123
Tota! local sources 803,780 B4B 521 44741 £40. 024
State Sources:
Unrestricted €,015,052 5,999 777 {15,275) 5,083,180
Restricted 211,244 209 506 {1,338] 224 256
Total State sources 6,226 296 2,209 683 {16.613) £ 187 436
rederal Sources:
Received through State 293473 285,065 {5.408) 304 433
Received through £.5.0. 18,443 20168 1,725 £.276
Total federal sources 31,4916 308,233 {3,683} 310,708
Interdistrict Sources:
County vocational education reimbursement 32,513 43 540 11,027 16,800
Total interdistrict sources 32,513 43,548 11,027 18,800
Other Transactions:
Sale of ixed assels T.761 10,100 2,338 5,295
Loan procesds 82040 ___ _ 62.040 - 131,500
Total other transactions 62801 72,140 2,338 137 795
Total revenues 7 444 308 7482 117 J7EMN 7495764

27



Reading Community Schools
Statemnents of Revenues, Expenditures and Changes
in Fund Balances - Budget to Actual
General Fund
For the Year Ended June 30, 2008
{With Comparative Amounts for the Year Ended Jung 30, 2007)

2008
Variance -
Favorable
Budget Actual {Unfavorable} 2007
Expenditures:
Instruction:
Basic Programs:
Elementary
Salaries FOo1183794 5 1202907 % (38,113} % 1,128,032
Employee benefits 503,097 806,159 2,936 637,571
Purchased services 14,436 14,648 f212) 13,267
Supplies and materials 26,941 25,154 1,747 25 B8
Oitker 27 788 27 980 {1727 —
Total elementary 1,842 058 1,676,868 {34 812) 1,804 963
TiddlesJunior High
Salaries 344 868 376,956 {27 088) 388,175
Employee benefits 185,407 185,293 {5,B86) 184,028
Supplies and materials 5,078 5077 4 8,334
Other G 835 g.836 - -
Total middlefjunicr high _ 554 189 287 162 (32973} 581 53¢
High Schoot
Salaries 618 556 585515 24 041 547 142
Employee benefits 313,594 303,277 10,721 342,606
Purchased services 20,518 20,737 {218} 25,135
Supplies and materials 24 479 23115 1,364 27,515
Otfer 36, 867 38 602 {1,935} -
Totat high school 1,015,418 971,446 43,872 Doz 308
Total basic programs 3419862 3435476 (23 813} 3,288,803
Added Needs,
Special Education
Salaries 402 168 388,142 4,076 364 650
Employes benefits 208,747 205,883 {136) 200,400
Purchased services 3,600 3,600 - 14,603
Supplies and materials 1,863 1,791 72 2608
Other 13,070 14,879 41 -
Total special education . §26,448 B22 385 4,053 B2 262
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Reading Community Schools
Statements of Revenues, Expenditures and Changes
in Furnd Balances - Budget to Actual
tzeneral Fund
For the Year Ended June 30, 2008
{With Comparative Amounts for the Year Ended Jung 30, 2007)

Z008
Variance -
Favorable
Budget Actual iUnfavorable) 2007
Instruction [Continued):
Added Needs {Continued):
Compensatory Education
Salaries 3 251844 § 258,254 & 3580 % 322,918
Employee benefils 153,143 145953 7,150 165,633
Furchased services 3,140 3,440 {3007 3,140
Supplies and materials 25,792 31,073 (5.281) 27023
Cither 2. B85 2,883 3 -
Total compensatory education 446 B15 441 613 5202 522,715
Vocational Education
Salaries 85167 59 167 - 32,194
Employes henefits 24,226 24 225 1 8,131
Purchased services 122 660 122 650 - 101,023
Supplies and materials 2411 2350 £1 832
Total other added needs 208 464 208 402 52 142 195
Total added neads 1,281,727 1272410 o217 1,267,172
Total instruction 4,602,390 4 707 886 {14,486} 4 656 075
Support Services:
Pupil:
Aftendance Services
Salaries 4 4H 4,451 {50} -
Purchased services - - - 4,401
Total attendance services 4,401 4 451 {5} 4 401
Guidance Services
Salaries BS 434 86,314 {B80] 81,291
Empioyee benefits 40,756 41,158 (362) 40, 356
Tolal guidance serices 126,230 127 472 1,2421 121,647

258



Reading Community Schools
Statements of Revenues, Expendiures and Changes
in Fund Balances - Budget to Actuat

General Fund

For the Year Ended June 30, 2008
fywith Comparative Amounis for the Year Ended June 30, 2007}

2008
Variance -
Favorable
Budget Actual {Unfavorable) 2007
Support Services {Continued):
Pupil (Continued)
Health Services
Salanes % -9 - % - 5 425
Employee benefits - . - 104
Furchased services 180 230 {50} 230
Supplies and maiestals a2 744 g 622
Total health services B3z 8974 _ (42) 1.3B8
Total pupil 131 563 132 887 (1,234} 127,434
Instructional Staff,
tmprovement of Instruction
Salaries 16,8749 17,805 {326) 258,320
Employee henefits 4 338 4,361 (23} 6,254
Purchased services 19,156 17,271 1,883 20,326
Supplies and maternials 2,680 2,679 1 TO2
Other - 5 097 {5.897) -
Total improvement of instruction 43,053 48 113 {5 060} 52 602
Library
Salaries 15,446 15,017 420 30,032
Employee benefits 3,338 3185 150 4 338
Supplies and materials L 4 377 3344 1,033 4.492
Totat library 23,158 21 546 1,612 38 862
Computer Assisted Instruction
Salaries 22,971 25,357 (2,386) 18212
Employee benefits 5,404 6,260 [B5E} 4,524
Furchased services 8,860 10,657 (788} 27,541
Supplies and materials 61,916 59,108 2,507 48 415
Capital outlay 37,380 37,380 - 74,423
Cther 15,925 16,141 (218} -
Total computer assisted instruction 153.475 154,914 {1,438} 173,565
Tofal instructional staff 21986858 224573 (4887} 265,029
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Reading Community Schools
Staternents of Revenues, Expendifures and Changes
in Fund Balances - Budget to Actusl
General Fund
For the Year Ended June 30, 2008
{\With Comparative Amounts for the Year Ended June 30, 2007)

2008
Variance -
Favorable
Budget Actual {Unfavorable) 2007
Suppont Services (Continued):
General Administiation:
Board of Education
Salaries ] 5541 § 5.15¢ & {618} § 7912
Employees benefits B24 710 114 768
Purchased senvices 45 461 42,631 2.830 55,703
Cther 11,976 9215 2.781 168778
Total board of education 63 802 58715 5 087 81,181
Executive Adminiskrafion
Salaries 77,180 77180 - 129 500
Ermployee benefits 123,082 156,244 4133 83,347
Purchased services 0463 G364 109 7,653
Supplies and materials 2,136 2,039 o7 2,028
Other | 199 {129 2,897
Total executive administration _ 211,831 207.716 4215 208 323
Total general administration 270733 266 431 9,302 28T 484
School Adrminstration:
Office of the Principal
Salaries 205 928 285583 335 280 452
Employes benefits 149127 148 857 470 145,645
Purchased services T 760 {39) 4,722
Supplies and materials 204 203 1 266
Cther 1.084 1,094 - 1,058
Total office of the principal 447 074 448 307 Fi+Yi 442 148
Total school administration 447 074 448 307 Fi: Y 442148
Business:
Fiscal Services
Salaries 56 823 o8 822 i 55 848
Employes benefils 28 408 27,023 1,385 29,951
Purchased services 2,000 5,036 1,864 8,815
Supplies and materials 2,000 1,483 517 2,534
Other 378 274 oy 511
Total fiscal $&rvices g5 604 91.643 3. 986 §7.75%
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Reading Community Schools
Staternents of Revenues, Expenditures and Changes
in Fund Balances - Budget ko Actual

General Fund

For the Year Ended June 30, 2008
(With Comparafive Amounts For the Year Ended June 33, 2007)

Support Services {Continued):
Business (Continued):
Other Business Services
Furchased services
Cither
Total other business services

Total pusiness

Operation and Mainienance
Salaries
Employee benefits
Furchased services
Supplies and materials
Capital outlay
Other
Total cperation and maintenance

Pupil Transpurtation Services
Salaries
Employee benefits
Purchased services
Supplies and materials
Capital outlay
Other
Total pupil transportation services

Flanning, Resgarch, and Development
Salaries
Employes banefits
Total planning, research and developrment

Secunty Sysiems
Purchased services
Capital outlay

Total security systems

Total support services

2008
Variance -
Favorable
Budget Actual {Unfavorahle) 2007
8227 % B227 & - % 98549
125,520 125 418 2 111.400
135,147 135145 2 121,058
230,756 226 788 3968 215818
270,749 250,748 10,983 292677
171,674 159,889 11,805 177,406
147 AGE 141,349 6,119 144,574
234,357 204 158 30201 257 937
25,615 25615 - -
138 - 138 -
850,033 780.777 59, 256 B3Z 534
161,027 177 085 3,962 73670
57 196 852 737 4458 82,481
14,130 12,712 1,438 11,272
110,721 114,223 {3,502} 88,215
- - - 53,500
250 239 11 4654
363 344 356 978 6,268 399 602
- 1,400
- - 355
- - 1,755
5,868 5,867 9 -
33,220 33219 1 -
39,088 39086 2 -
2 557 277 2 483 B35 F3.442 2574 864
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Reading Community Schools
Statemnents of Revenues, Expanditures and Changes
in Fund Balances - Budge! to Actual
General Fund
For the Year Ended June 30, 2008
f¥With Comparative Amounts for the Year Ended June 33, 2007}

2008
Varfance -
Favorable
Budget Actual {Unfavorable} 2007
Community Services:
Custody and Care of Children
Salaries % 21239 § 18,198 5 3041 § 19,427
Employee benefits 5218 4,433 TE5 4,883
Suppiies and materiala . - - 218
Oithar 2425 2,286 138 1,683
Total custody and care of children 28,882 24,917 3,965 26,247
Tolal communily services 28 BE2 248917 34865 26217
Other Transactions:
Other 1,000 472 528 6,604
Prinzipal and interest payments on icans 89 057 g4.33g 147189 _ __B3047
Total other transactions 100,057 54,810 15,247 135,751
Tofal expenditures 7.3796808 7301448 78 158 7308 947
Revenues Dyer {Under) Expenditures g4 700 180,659 115,063 95 817
Cther Financing Sources [Uses):
Operaking transfars out:
Athlelics (141,083 {141,088} [141,088)
Food services {25,000 (25,0001 - {25,000
Debt service - (14667} {14,667} -
Total other financing sources (Uses) (165,088} {180 755} f14.667) {166, 038)
MNet Changes in Fund Balances [101,3588) {B6) 101,302 (67,271}
Fund Balances - Beginning of Year 309.029 309,029 - 378 300
Fund Balances - End of Year $ 207641 5. EDBB43 3 101302 5 309029
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Ootober 9, 2008

Board of Education
Feading Community Schools
Reading, Michigan

e have audited the financial statements of Reading Community Schonls for the year ended June 30,
2008, and have issued our report thereon dated October 9, 2008. Professional standards require that we
provide you with the following information related to our audit.

Our Responsibility under Generally Accepted Auditing Standards

25 stated in our engagement proposal, our responsibility, as described by professional standards, is fo
plan and perform our audit to obtain reasonable, but not absolute, assurance that the financial statements
are free of material misstatement and are fairly presented in accordance with accounting principles
generaliy accepted in the United States of America. Because an audit is designed to provide reascnable,
but not absolute assurance, and because we did not perform a detailed sxamination of all transactions,
there is 3 risk that matenial errors, fraud, or illegal acts may exist and not be detected by us.

As part of our audit, we considerad the internal contral of the District. Such corsiderations were solely for
the purpose of determining our audit procedurss and not to provide any assurance concening such
internal control.

As part of obtaining reasonable assurance about whether the financial statermnents are free of material
misstaternent, we performed tests of the District's compliance with certain provisions of laws, reguiations,
contracts, and grants. However, the objective of our tests was not to provide an apinion on compliance
with such provisions.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In
accordance wilh the terms of our engagement, we will advise management about the appropriateness of
accounting policies and their application. The significant accounting policies used by the District are
described in Noke 1 1o the financial staterents. No new accounting policies were adopted and no other
applications of existing policies were changed during the current year, ¥We noted no transactions enterad
into by the District during the year that were both significant and unusual, and of which, under
professional standards, we are reguired to inform you, or transactions for which thers ie & lack of
authoritalive guidance of CONSENsUS.
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Board of Education
Reading Community Schools
Fage 2

Accounting Estimates

Accounting estimates are an irtegral part of the financial staterments prepared by management and are
based on management's knowledge and experience about past and current events apd assumplions
about future events. Certain accounting estimates are particularly sensitive because of their significance
io the financial statements and because of the possibility that future events affecting them may differ
significantly from those expecied. The most sensitive estimate affecting the financial statements was:

% AR asset appraisal was done in prior years, which was used to establish the bulk of your fixed
ssset batances to be recorded in the Statement of Net Assets.

» Estimates have been used in calculating the liability for employse compensated absences. The
estimated liability is approximately $70,000.

Audit Adiustments

For purposes of this letter, professional standards define an audit adjustment as a proposed correction of
the financial statemments that, in our judgmenl, may not have been detected except through our suditing
procedures An audit adiustment may of may not indicate matlers that could have a significant effect on
the District's financial reporing process (that is. cause future financial statements to be materially
misstated). In our judgment, none of the adjustments we proposed, whether recorded or unrecorded by
the District, either individually o1 in the aggregate, indicate matters that could have a significant effect on
the District's financial reporting process. Management has approved all adjustments,

Disagreements with Manangement

For purposes of this letter, professional standards define a disagreement with management a5 a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter
thak could be significant to the financial statements or the auditor's report. We are pleased to repor that
no such disagresments arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants abput auditing and accounting
maatters, similar to obitaining a "second opinion” on certain situations. [f & consultation involves application
of an accounting principle to the governmental unit's financial staterments or a determination of the type of
auditor's opinion that may be expressed on those statements, our professional standards reguue the
consulting accountant to check with us to determine that the consuttant has all the relevant facts. To our
knowledge, there were no such consultations with other accauntants,

issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and auditing
stardards, with management each year prier to relention as the District's auditors. However, these
discussions occurred in the normal course of pur professional relationship and our responses were not a
condition to our retention.
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Difficulties Encountered in Performing the Audit

We encountered no sigrificant difficulties in dealing with management in performing our audil

This information is intended solely for fhe use of the Board of Education and management of the District
and is not intended 1o be and should noi be used by anyone other than these specified parties.

Sincerely,

Wm:— &J}umﬁeé, ;'9(,7

Willis & Jurasak, F.C.



